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Section 18 - Rental Expense Paidto a Related Organization 

1. 	 A provider may lease a facility from a related organization within the 
meaning of the principles of reimbursement. In such a case, the rent paid 
to thelessor by the provider is not allowable as a cost, except for 
providers subject to NDAC chapter 75-04-03 "Developmental Disabilities 
Loan Program" whose rent payments shall not exceed the actual cost of 
mortgage payments of principal and interest. The cost of ownership of the 
facility would, however, be an allowable cost to theprovider. Generally, 
these would be costs such as depreciation, interest on themortgage, real 
estate taxes, and other property expenses attributable to the leased 
facility. The effect is to treat the facility as though it were owned by 
the provider. Therefore, the owner's equity in the leased assets is 
includable in the equity capital of theprovider. 

2. 	 In order to be considered an allowable cost, the home office cost must be 
directly related to those services performed for individual providers and 
relate to client services. An appropriate share of indirect costs will 
also be considered. Documentation-as to the timespent, the services 

provided, the hourly valuation of services and the allocation method used 

must be available to substantiate the reasonableness of the cost. 


Section 19 - Taxes 

1. General. 


a. 	 Taxes assessed against the provider, in accordance e withthe levying 

enactments of theseveral states and lower levels of government and 

for which the provider is liable for payment, are allowable costs. 

Tax expense may not include fines, penalties, or thosetaxes listed 

in subsection 2. 


2. 	 Taxes not allowable as costs. The following taxes are not allowable as 
costs : 

a .  	 Federal income and excess profit taxes, including any interest or 
penalties paid thereon. 

b. State or local income and excess profit taxes. 


c. 	 Taxes in connection with financing, refinancing, or refunding 

operation, such as taxes in the issuance of bonds, property 

transfers, issuance or transfers of stocks, etc. Generally, these 

costs are eitheramortized over the life of thesecurities or 

depreciated over the life of the asset. They are not, however, 

recognized as tax expense. 
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d. Taxes from which exemptions are available to the provider. 


e. 	 Special assessments on land which represent capital improvements, 

such as sewers, water, and pavements, should be capitalized and may 

be depreciated. 


f. 	 Taxes on property which is not used in theprovision of covered 

services. 


Section 20 - Personal Incidentalfunds 

1. Each client is allowed to retain a specific monthlyamount of income for 
personal needs. These personal needs include such items as clothes, 
tobacco, or other day-to-day incidentals. This monthly allowance is not 
to be applied toward the resident's cost of care. Generally, the source 
of income for personal needs is from social security, veteransbenefits, 
private income, economic assistance, or supplemental security income (SSI). 

2 .  	 Providers managing client funds must maintain a current client account 
record in a form and manner prescribed by the department. Copies of the 
client account record must be provided to theclient without charge. 

3 .  	 The department may conduct audits of client account records in conjunction 
with regular field audits. 

4 .  	 Adult client funds may be disbursed with the client's permission in the 
absence of a guardian or declaration of incompetency. 

5 .  The department uses the amount of a resident's income to determine: 

a. Eligibility for medical assistance benefits. 


b. 	 Amount of income and other resources which must be applied toward the 
resident 's care. 

c. 	 Amount of income and other resources which can be retained by the 
resident . 

6 .  	 The following personal incidental items, supplies, or services furnished 
as needed or at the request of theresident, may be paid for by the 
resident from his personal incidental allowance or by outside sources, 
such as relatives and friends: 
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a. Ou ts idebarbe randbeau t i c ianse rv i ces ,  i f  requested by t h er e s i d e n t  
f o r  r e g u l a r  shaves, h a i r c u t s ,e t c .  

b.  	 (Vacated) 
D r y c l e a n i n gp e r s o n a lc .  o f  c l o t h i n g .  
d. 	 R e c l i n e rc h a i r s ,s t a n d a r de a s yc h a i r s ,r a d i o s ,t e l e v i s i o ns e t s ,e t c . ,  

t h a t  t h e  r e s i d e n t  d e s i r e s  f o r  p e r s o n a l  use. 
e.Vacated 

c lo th ing ,inc lud ingrobes ,pa jamas,  n igh tgowns,f. 	 Persona l  and except
f o r  c l o t h i n g  a t  d i s t i n c t  p a r t s  o f  t h e  s t a t e  i n s t i t u t i o n  f o r  t h e  
m e n t a l l y  r e t a r d e d  w h i c h  a r e  c e r t i f i e d  a s  i n t e r m e d i a t e  c a r e  f a c i l i t i e s  
f o r  t h e  m e n t a l l y  r e t a r d e d  when t h e  o w n e r s h i p  o f  t h e  c l o t h i n g  i s  
r e t a i n e d  by t h e  f a c i l i t y  o r  t h e  c l o t h i n g  i s  i n c l u d e d  a s  a p a r t  o f  t h e  
i n d i v i d u a l ' s  p l a n  o f  c a r e .  

g .  	 Miscel laneousi tems,suchastobaccoproductsandaccessor ies,  
beveragesandsnacksserved a t  o t h e r  t h a n  m e a l t i m e  e x c e p t  f o r  
supp lemen ta lnou r i shmen t ,te lev i s ionren ta l  for i n d i v i d u a l  use, 
s ta t ionerysupp l ies ,pos tage,pensandpenc i l s ,newspapersand 
p e r i o d i c a l s ,c a b l et e l e v i s i o n ,a n dl o n g - d i s t a n c et e l e p h o n es e r v i c e s .  
N o n p r e s c r i p t i o n  v i t a m i n s  o r  c o m b i n a t i o n s  o f  v i t a m i n s  w i t h  m i n e r a l s  
may .be p a i d  when orde red  by t h e  a t t e n d i n g  physician and  ' t he  res iden t ,  
pa ren t ,gua rd ian ,o rrespons ib lere la t i veapprovessuchuseo fthe  
r e s i d e n t ' sf u n d s .  

7. 	 Charges by t h ep r o g r a mf o ri t e m so rs e r v i c e sf u r n i s h e dc l i e n t s  will be 
al lowedas a c h a r g ea g a i n s tt h ec l i e n to ro u t s i d es o u r c e s ,o n l y  i f  t h e  
i t e m s  o r  s e r v i c e s  a r e  n o t  i n c l u d e d  i n  t h e  payment r a t e  a s  r o u t i n ei t e m s  
andserv icesandsepara techargesarea lsorecorded by t h e  f a c i l i t y  f o r  
a l lc l i e n t sr e c e i v i n g  t h e s e  i t e m s  o r  s e r v i c e sd i r e c t l y  f r o mt h e  p r o g r a m .  
All suchchargesmustbe f o r  d i r e c t ,  i d e n t i f i a b l e  s e r v i c e s  o r  s u p p l i e s  
f u r n i s h e d  an i n d i v i d u a lc l i e n t .  A p e r i o d i c" f l a t "c h a r g ef o rr o u t i n e  
i t e m s ,  suchasbeverages,c igaret tes,etc . ,  will n o t  be al lowed.Charges 
may be made o n l ya f t e rs e r v i c e sa r ep e r f o r m e do ri t e m sa r ed e l i v e r e d ,a n d  
chargesarenottoexceedcharges  t o  a l l  c l a s s e s  o f  c l i e n t s  f o r  s i m i l a r  
se rv i ces .  

8.  	 R e s i d e n t s 'p r i v a t ep r o p e r t ym u s tb ec l e a r l ym a r k e dw i t hh i s  name. The 
f a c i l i t y  mustkeep a r e c o r d  o f  p r i v a t ep r o p e r t y .  I f  i t e m sa r el o s t ,t h e  
c i rcumstances of  d isappearance must bedocumented i n  t h e  facility’s 1ifacility’s 
reco rds .  

9. 	 I f  c l i e n tf u n d sa r ed e p o s i t e di n  a bank,theymustbedeposi ted i n  an 
a c c o u n t  s e p a r a t e  a n d  a p a r t  f r o m  a n y  o t h e r  b a n k  a c c o u n t s  o f  t h e  f a c i l i t y .  
Any i n t e r e s t  e a r n e d  on t h i s  a c c o u n t  will b e  c r e d i t e d  t o  t h e  a p p l i c a b l e  
res iden t ' saccoun ts .  

E f f e c t i v eD a t e  ~ - ? / C ~ ~ ? '  
TN' No. 94-005 
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10. 	 R e s i d e n t s 'f u n d so nd e p o s i tw i t ht h ef a c i l i t ym u s tb ea v a i l a b l et o  
r e s i d e n t s  on t h e i rr e q u e s t .  No funds may be withdrawn f rom accoun tso f  
r e s i d e n t sc a p a b l eo fm a n a g i n gt h e i r  own f u n d sw i t h o u tt h e i rp e r m i s s i o n .  

11. 	 Should a d i sag reemen tex i s tastowhe the r  a r e s i d e n t  i s  c a p a b l e  o f  
managing t h e  r e s i d e n t ' s  own funds, a j o i n t  d e t e r m i n a t i o n  will be made by 
t h ei n d i v i d u a ls e r v i c ep l a n  team, p a r e n t ,g u a r d i a n ,o rr e s p o n s i b l e  
r e l a t i v e  i n  s e t t l i n g  t h i s  d i s p u t e .  The decisionmustbedocumented i n  t h e  
p r o v i d e r ' sr e c o r d s .  

12. 	 On d i s c h a r g e ,t h ef a c i l i t ym u s tp r o v i d et h er e s i d e n tw i t h  a f i n a l  
account ingofpersona lfunds ,andremi tanyba lanceondepos i tw i ththe  
facility 1ifacility 

13. 	 Upon d e a t h ,t h eb a l a n c eo f  a r e s i d e n t ' sp e r s o n a li n c i d e n t a lf u n d sa l o n g  
w i t h  name andcase number, will b em a i n t a i n e di n  an i n t e r e s t - b e a r i n g  
account f o r  d i s p o s i t i o n  by theres iden t ' ses ta te .Persona lp roper t y ,such  
as t e l e v i s i o ns e t s ,r a d i o s ,w h e e l c h a i r s ,a n do t h e rp r o p e r t yo f  morethan 
nominalvalue, will b em a i n t a i n e df o rd i s p o s i t i o n  by t h er e s i d e n t ' se s t a t e .  

14. 	 Upon s a l e  o r  o t h e r  t r a n s f e r  o f  o w n e r s h i p  i n t e r e s t  o f  a f a c i l i t y ,  b o t h  
t r a n s f e r o r  a n dt r a n s f e r e em u s tt r a n s f e rc l i e n t ' sp e r s o n a li n c i d e n t a lf u n d s  
moneys a n dr e c o r d si n  an o r d e r l y  manner. 

15. 	 F a i l u r e  t o  p r o p e r l y  r e c o r d  t h e  r e c e i p t  a n d  d i s p o s i t i o n  o f  p e r s o n a l  
i n c i d e n t a lf u n d s  will c o n s t i t u t eg r o u n d sf o rs u s p e n s i o n  o f  p r o v i d e r  
payments. 

16.  	 Cl ien tpe rsona li nc iden ta lfundsmus tno tbeexpendedfo rthepurchases  o f  
mealsserved inl i censeddayserv i cep rog ramsnor  may thepurchaseofsuch 
mealsbe a c o n d i t i o nf o ra d m i s s i o nt o  suchprograms. 

Section 21 - (Vacated) 

TN No. q:; P I C  
Approval D a t e  0 -./ C ,177Supersedes Date s/Jq('7,L- E f f e c t i v e  i 

TN N O .  91-01 
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Section 22 - (Vacated)  

TN No. 7.7-L’/c 
Ef fec t ive  Date  Approva l  cf 

TN No. 91-01 
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i 


TN No. ‘7 F, ,L ’1L-

SupersedesDateApproval F 5/J’-/

TN NO. 91-01 


Attachment 4.194 

Sub-sect ion 2 
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S e c t i o n  24 - A p p l i c a t i o n  

Th ischap te r  will b e  a p p l i e d  t o  p r o v i d e r s  o f  s e r v i c e st od e v e l o p m e n t a l l y  

d i s a b l e d  p e r s o n s ,  e x c e p t  d i s t i n c t  p a r t s  o f  s t a t e  i n s t i t u t i o n s  f o r  t h e  m e n t a l l y  

r e t a r d e d  w h i c h  a r e  c e r t i f i e d  a s  i n t e r m e d i a t e  c a r e  f a c i l i t i e s  f o r  t h e  m e n t a l l y  

r e t a r d e d ,  s t a r t i n g  t h e  f i r s t  d a y  o f  a f a c i l i t y ’ s  f i r s t  f i s c a l  y e a r  w h i c h  b e g i n s  

on o r  a f t e r  J u l y  1, 1985; p r o v i d e d ,h o w e v e r ,t h a tn e i t h e rt h i ss e c t i o n ,n o rt h e  

e f f e c t i v ed a t e ,s h a l lp r e c l u d et h ea p p l i c a t i o na n di m p l e m e n t a t i o no f  some o r  

a l l  o f  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  t h r o u g h  c o n t r a c t  o r  t h r o u g h  o f f i c i a l  

s t a t e m e n t so fd e p a r t m e n tp o l i c y .S p e c i f i cs e c t i o n s  o f  t h i sp l a n  will be 

a p p l i e d  t o  s e r v i c e s  p r o v i d e d  i n  d i s t i n c t  p a r t s  o f  s t a t e  i n s t i t u t i o n s  c e r t i f i e d  

a si n t e r m e d i a t ec a r ef a c i l i t i e sf o rt h em e n t a l l yr e t a r d e d .  The a p p l i c a b l e  

s e c t i o n sa r es e c t i o n  1; subsec t i on  1, 4, 5, 6, and 7 o fs e c t i o n  2; subsect ions 

1, 2, and 3 o fs e c t i o n  8; s e c t i o n s  9, 10, 11 and 12; subsect ions 1 through12,  

14 th rough  23, 25 th rough  35, 37 th rough  38, 40 th rough  44,47, and 49 th rough  

55 o f  s e c t i o n  13; andsec t ions14through 24. 


c 
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APPENDIX A 
interim UTE setting methodology 

Providers of services to developmentally disabled individuals must submit a 

budget, on a form prescribed by the department, to the Developmental 

Disabilities Division(DDD) sixty days before the beginning
of the provider's 

fiscal year. The provider is to report only allowable budgeted costs and 

projected occupancy. The interim rate is effective the first day of the 

provider's fiscal year. Adjustments to the interim rate may be made throughout 

the fiscal year for significant changes in approved occupancy or services being 

provided. Changes to the interim rate will be made using therate setting
same 
methodology described here. 


The example shownon A-4 sets forth the interim rate setting methodology and 
various calculations which enter into the interim rate setting as described 
be low: 

Reported Costs 


Costs are reported by service category and by line item. Sub-totals for 

Salaries and Fringe Benefits, Other, Board, Property and Production costs are 

entered as reported costs. 


adjustments 


DDD personnel review the budget submission and make adjustments for costs which 

cannot be justified either historically or by a change in services. 


Total As Adjusted 


Reported costs less adjustments are identified by service category. 


General Client Allocation 


General client costs are allocated to each applicable service categoryonbased 

100% of approved capacity for that service to total approved capacity. 


Administration Allocation 


to each service category based
Administration costs are allocated on the total 

costs of the service category after the general client allocation to total 

costs of all services, exclusive of production costs. 


In-House Day Services 


The costs of providing in-house day services
to ICF/MR clients are included in 

the costs of ICF/MR by multiplying the number
of days of service which are to 


which
be provided to ICF/MR clients times the day service rateis calculated 

based on Total Costsfor the service divided by census at
100%. This amount is 
added to ICF/MR costs to arrive at total ICF/MR costs. 
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Interim Rate 

The interim rate is calculated by dividing Total Costs
95% of the approved

capacity census. 


Approved Capacity 

Approved capacity i s  the number of clients that can or will be served by the 
provider. The approved capacity may not exceed licensed capacity but may be 
less than licensed capacity. 

Census at 100% 

Census for each service category is determined by multiplying the approved 

capacity by260 for day services and 365 for residential services. 


Census at 95% 

General Client Percentage 

General client percentage is calculated by dividing census at 100% for each 

applicable service, excluding Independent Supported Living Arrangement, 

Supported Living Arrangement, Extended Services, Supported Employment, Room and 

Board, by total census at 100% for all general client services. 


AdministrationPercentage 

Administration percentage is determined by dividing Reported Costs less 

Adjustments plus General Client Allocation for each service by total costs for 

all services. Total costs for a non-ICF/MR residential service is determined 

by adding costs for training, room and board for the service.
The 

administration allocationis then made to the training component for the 

non-ICF/MR residential service. 


In-HouseDay ServiceCalculation -

Total costs for the day service
i s  divided by100% of approved census for the 
day service. The number of ICF/MR day service days is the number of ICF/MR 
clients to be served 260. The day service rate times theICF/MR day 

service days yields the Total Cost for day services which is added to ICF/MR 

total costs to establish
an all inclusive rate. 


. . . . . ..-

L 

A-3 6/92 



